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New Members of the Fund and the Bank 


Ghana became a member of the International Mone- 
tary Fund and the International Bank for Reconstruction 
and Development on September 20 when the Articles of 
Agreement of these institutions were signed in Washing- 
ton on behalf of the Government of Ghana by His Excel- 
lency K. A. Gbedemah, Minister of Finance of Ghana. The 
quota of Ghana in the International Monetary Fund is 
$15 million, and its subscription to the capital stock of the 
Bank is 150 shares with a total par value of $15 million. 


Borrowing by IBRD from German Central Bank 


The International Bank for Reconstruction and De- 
velopment announced on September 23 that it had 
arranged to borrow $75 million in U.S. dollars from the 
Deutsche Bundesbank (formerly the Bank deutscher 


Lander). This will be the second time that the World 
Bank has borrowed U.S. dollars from the German central 
bank (see this News Survey, Vol. X, p. 17). 


As evidence of its indebtedness, the World Bank will 
issue and place with the Deutsche Bundesbank $75 million 
of 4% per cent notes dated October 17, 1957, which will 
mature in equal annual installments of $25 million on 
January 16 in each of the years 1959, 1960, and 1961. 
The notes will be denominated in U.S. dollars. Interest 
on the notes will be payable on January 16 and July 16 
of each year. Payments of interest and principal will be 
made at the Federal Reserve Bank of New York. 

The present transaction is the fourth placement outside 
the United States of an entire issue of the Bank’s dollar 
obligations. Previously, in September 1954 and Septem- 
ber 1956, two World Bank dollar bond issues were placed 
with investors in more than 20 countries other than the 
United States. In addition, on July 11, 1957, the Bank 
placed $100 million of 414 per cent notes due in one, two, 
and three years with the Bank deutscher Lander. 

Including the impending placement with the Deutsche 
Bundesbank, the total of borrowings by the World Bank 
in the current calendar year amounts to $421.5 million, 
$375 million of it denominated in U.S. dollars and $46.5 
million denominated in Swiss francs. 

After giving effect to the new placement with the 
Deutsche Bundesbank, the total outstanding obligations 
of the World Bank amount to $1.2 billion, of which $1 
billion is denominated in U.S. dollars and the equivalent 
of $200 million in Swiss francs, Canadian dollars, ster- 
ling, and guilders. It is estimated that investors outside 


At the Twelfth Annual Meeting of the Fund, the Board 
of Governors approved the membership applications of 
Libya, Malaya, Morocco, and Tunisia. The quotas in 
the Fund approved for these four countries are as fol- 
lows: Libya, $3 million; Malaya, $25 million; Tunisia, 
$12 million; Morocco, $35 million. With the admission 
of these nations, the number of member countries in the 
Fund will total 68. 


the United States hold more than 54 per cent of the total 
of outstanding obligations and roughly 45 per cent of 
outstanding obligations denominated in U.S. dollars. 

Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D.C., 
September 23, 1957. 


IBRD Loans in Ecuador, Pakistan, and South Africa 
Loans to Ecuador 


The World Bank on September 20 made two loans to 
Ecuador. A loan of $14.5 million was made for the con- 
struction of four key roads and a four-year road mainte- 
nance program. Improved transportation is a prerequi- 
site to Ecuador’s further economic growth, and measures 
now being taken by the Government to improve the na- 
tional road network can be expected to have far-reaching 
effects. 

The execution of the bank-financed maintenance pro- 
gram will extend over a period of four years; the road 
construction is also scheduled for completion in that 
time. The total cost of the construction work is estimated 
at the equivalent of S/ 373.3 million (US$24.7 million) ; 
$11 million from the Bank loan will pay for the necessary 
imported goods and services. The total cost of the main- 
tenance program is estimated at about S/ 112 million 
($7.4 million). An allocation of $3.5 million from the 
Bank’s loan will pay for imports of new equipment with 
spare parts for reconditioning existing equipment, tools 
and materials for repair shops, warehouses and offices, 
engineering fees, and a small part of the cost of the train- 
ing program. The local currency cost of the programs will 
be met by the Government; for the construction program 
it is estimated that about 60 per cent of the local cost will 
be met from an existing gasoline tax. 

The loan is for 20 years and bears interest of 554 per 
cent including the 1 per cent commission which is allo- 
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cated to the Bank’s Special Reserve. Amortization will 
begin on March 15, 1962. The Chemical Corn Exchange 
Bank of New York is participating in the loan, without 
the World Bank’s guarantee, taking part of the first ma- 
turity. 

The second loan, $5 million, was made to the Empresa 
Electrica, Quito, S.A. of Ecuador, to help finance a proj- 
ect for the expansion of facilities to supply electric power 
to Quito and its suburban area. An earlier loan of $5 
million was made in March 1956 for a project compris- 
ing a 14,480-kilowatt hydroelectric plant, a 3,000-kilowatt 
diesel plant, transmission lines, and the expansion of the 
distribution system. The project has now been revised to 
provide more power both for immediate needs and for 
the future. The revised project consists of a hydroelectric 
plant located at a new site to develop 20,000 kilowatts of 
power, a 6,000-kilowatt diesel plant instead of one of 
3,000 kilowatts, transmission lines of greater capacity than 
in the original project, and expansion of the distribution 
system to accommodate the increased generating power. 

The total cost of the revised project is estimated at 
$16 million, an increase of $5 million in foreign exchange 
and of $1 million in local currency over the original proj- 
ect. The Bank’s loans totaling $10 million will be used to 
pay for imported equipment, materials, and services. The 
recent loan is for 20 years, with interest at 534 per cent 
including the 1 per cent commission which is allocated to 


the Bank’s Special Reserve. Amortization will begin Feb- 
ruary 1, 1962. The loan is guaranteed by the Government 
of Ecuador. 


Loan in Pakistan 


The World Bank on September 25 approved a loan of 
$4.2 million to help finance the development of private 
industry in Pakistan. The loan will be made to the 
Pakistan Industrial Credit and Investment Corporation 
Limited, a corporation being formed by private Pakistani, 
U.K., U.S., and Japanese investors. The Bank will enter 
into a formal loan agreement when the Corporation is 
established a few months hence. 


The principal objectives of the Corporation will be to 
assist in the expansion or modernization of small and 
medium-sized industries and to help create new ones. To 
achieve these objectives, the Corporation will make loans 
and equity investments, and underwrite and distribute 
securities. It will also help private industries to obtain 
managerial, technical, and administrative services and 
advice. As rapidly as is prudent, the Corporation will 
sell its loans and shareholdings to other investors to 
recover its own capital for further investment. It is 
expected that the initial Board of Directors of the Corpo- 
ration will comprise 14 directors: 10 Pakistani industrial- 
ists, businessmen, and bankers to represent the Pakistani 
shareholders, 1 director each to represent the U.K., U.S., 
and Japanese investors, and 1 government director. The 
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General Manager of the Corporation will be Esgo T. 
Kuiper of the Netherlands, who organized and was the 
first Managing Directo: of the Indonesian Industrial 
Bank. Headquarters of the Corporation will be in Karachi 
and branches will be established in Lahore and Dacca. 
The establishment of the Corporation has followed a 
study concerning possibilities in the field of industrial 
development, which was started with the aid of the World 
Bank in April 1956. 


The authorized capital of the Corporation will be 
PRs 150 million ($31.5 million), divided into 2 million 
ordinary shares (common stock) and 13 million unclas- 
sified shares, all with a par value of PRs 10 ($2.10) each. 
Initially, the Corporation will issue only the 2 million 
ordinary shares with an aggregate par value of PRs 20 
million ($4.2 million), which will be offered for sub- 
scription at par. The Pakistani Steering Committee is 
arranging for the sale of 1.2 million shares (PRs 12 
million) of capital in Pakistan: 800,000 shares through 
private placement and 400,000 by public offering. The 
U.K. investors—some of the Eastern Exchange Banks, a 
number of insurance companies, four industrial concerns, 
and the Commonwealth Development Finance Company 
Limited—intend to subscribe 300,000 shares (PRs 3 mil- 
lion). The U.S. investors—Bank of America, Henry J. 
Kaiser Company, International Basic Economy Corpora- 
tion, Transoceanic Development Corporation Limited, and 
others—also intend to subscribe 300,000 shares (PRs 3 
million). The Japanese investing group, consisting of 
the 12 Japanese foreign exchange banks, intend to sub- 
scribe 200,000 shares (PRs 2 million). The Government 
of Pakistan will make a 30-year interest-free advance of 
PRs 30 million to the Corporation, so that the capital 
resources initially available to the Corporation, from 
capital subscription, the government advance, and the 
Bank loan, will be PRs 70 million ($14.7 million). The 
Government's advance will be repayable in 15 equal in- 
stallments, beginning in the sixteenth year. This advance 
will be provided out of funds derived from the sale of 
commodities provided to Pakistan under U.S. Govern- 
ment aid. 

The proceeds of the $4.2 million loan of the World 
Bank will be used to pay for imported materials, equip- 
ment, and services required to carry out industrial proj- 
ects financed by the Corporation. The loan will be for 
about 15 years, and interest will be determined at the 
time the loan documents are signed. The Government of 
Pakistan will guarantee the loan. 


Loan to Union of South Africa 


On October 1, the World Bank made a loan in various 
currencies equivalent to US$25 million to the Union of 
South Africa for the import of equipment and materials 
required for the expansion of railway capacity. The loan 
was made concurrently with the granting of a $20 million 
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revolving credit to the Union by a group of U.S. com- 
mercial banks. This line of credit, which was arranged by 
Dillon Read & Co, Inc., will replace a similar credit of 
$10 million which was first made available in 195] and 
has since been regularly renewed. The participating 
banks are Bank of America National Trust and Savings 
Association, The First National City Bank of New York, 
The Hanover Bank, Bankers Trust Company, Chemical 
Corn Exchange Bank, The New York Trust Company, and 
The First National Bank of Chicago. 


The World Bank loan, together with $10 million of 
funds to become available from the revolving credit from 
the U.S. banks, is to be used for the expansion program 
of the South African Railways and Harbors Administra- 
tion. The loan is the fourth made by the Bank toward the 
Administration’s expansion programs, and brings Bank 
loans for this purpose to a total equivalent to $100.2 mil- 
lion, The new loan will be applied to the program during 
the three-year period ending March 31, 1960. It is esti- 
mated that over this period gross capital expenditures 
on the program will total the equivalent of about $540 
million, of which about $280 million will be spent abroad. 

The Bank loan is for ten years and carries interest of 
534 per cent. Amortization will begin on April 1, 1960 
and will be continued in half-yearly installments through 
October 1, 1967. 


Sources: International Bank for Reconstruction and De- 
velopment, Press Releases, Washington, D.C., 
September 20 and 25 and October 1, 1957. 


IFC Activities 


The International Finance Corporation announced on 
September 27 that the Corporation had reached agree- 
ment, subject to the completion of the necessary legal 
formalities, for a $660,000 investment in Duncan’s Hold- 
ings Limited, an Australian company. The investment, 
the fifth announced by IFC and the first made by it in 
Australia, will assist in financing the modernization of 
various mills owned by Duncan’s subsidiaries—which are 
engaged in various aspects of the timber industry, includ- 
ing the cutting and milling of timber and the wholesale 
and retail distribution of finished lumber—and will pro- 
vide working capital required for Duncan’s expansion 
into the business of supplying impregnated timber and 
poles. The Duncan’s group, whose issued share capital is 
equivalent to about $1.3 million, is one of the large pro- 
ducers and distributors of lumber in Australia. 


IFC’s investment of $660,000 will be in notes, bearing 
interest up to 12 per cent, of which 7 per cent is fixed 
and up to a further 5 per cent is contingent on earnings. 
Notes will mature from 1961 to 1967. The Corporation 
will receive option rights to purchase 600,000 ten-shilling 
ordinary stock units at par; these rights are equivalent to 
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the full conversion of IFC’s investment. The notes may 
be redeemed at any time at par. 


Mr. Garner, President of the IFC, stated in his address 
to the First Annual Meeting of the Board of Governors 
that the Australian investment brought the total commit- 
ments of the Corporation to about $6 million. The total 
value represented by the enterprises involved is of the 
order of $34 million. Mr. Garner said that, in order to 
secure suitable diversity, it appears that about $2 million 
is a reasonable maximum for any one of the IFC’s invest- 
ments. As a minimum size for enterprises in which the 
IFC might participate, something of the order of $500,000 
appears reasonable, though experience might indicate 
methods by which this limit might be lowered in certain 
circumstances. Even in the most developed countries, 
small business must generally look to local sources for 
financing. Practical operating factors set a limit on the 
number of investments throughout the world which one 
organization can investigate, conclude, and keep track of. 
For projects below a certain size, the expense both to the 
sponsor and to IFC is likely to be prohibitive, and the 
problem of assuring experienced and continuous manage- 
ment in small units is difficult. 

The policy of the IFC in its early operations is to make 
most of its investments in U.S. dollars until adequate 
reserves can be built up. However, where the prospects 
of currency stability, together with the participation 
rights, justify, repayment of some part of the investment 
may be accepted in a non-dollar currency. Of two of the 
investments already announced, half is in Mexican pesos. 
The IFC intends to maintain a flexible attitude and to seek 
any desirable variations in its practices which experience 
may indicate, so long as they are in accord with the basic 
principles of sound investment and the Corporation’s 
objective. 

Sources: International Finance Corporation, Press Re- 
lease, September 27, 1957, and Address by 
Robert L. Garner to the First Annual Meeting 
of the Board of Governors, September 27, 1957, 
Washington, D.C. 


Europe 


Sterling Exchange Rates 


The U.K. Chancellor of the Exchequer stated again on 
September 19 that the Government is determined to 
maintain the internal and external value of the pound 
(see this News Survey, Vol. X, p. 65), and that it will 
therefore be necessary to intensify and strengthen the 
measures that have already been taken. The Government 
proposes to hold down the total of investment expendi- 
ture by government departments, local authorities, and 
nationalized industries to the level attained this year; ear- 
lier plans had been for substantial increases in the next 
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two years. Also, the supply of money to the private 
sector must be controlled; and the Government’s view is 
that, although special considerations may arise in rela- 
tion to export credits, bank advances during the next 12 
months should be held at the average level of the last 12 
months. In addition, the pressures that have recently 
developed upon the external value of sterling must be 
considered. The exceptional rise in the bank rate on 
September 19, from 5 per cent to 7 per cent, was neces- 
sary because of the heavy speculative pressure against 
sterling; but in any event, an increase was required to 
give support to the restrictive measures, which had been 
taken earlier, during the period when their full effects 
are developing. 


On September 24, at the Annual Meeting of the Fund 
and the International Bank, the Chancellor reiterated the 
determination of the U.K. Government to defend the 
parity of sterling and not to allow the margins to widen. 
The Chancellor referred again to the internal measures 
taken by the Government to combat inflation at home. 
He also stated that the resources available to the Govern- 
ment to defend the parity of the pound against speculation 
were ample and that he was arranging to draw, over the 
coming weeks, the funds available under the line of credit 
arranged with the Export-Import Bank (see this News 
Survey, Vol. IX, p. 205). He referred to the strong trad- 
ing position of the United Kingdom, which, he said, 
demonstrated why the present parity of sterling is the 
right one. The current account surplus for the year to 
June 1957 is estimated at just over £200 million (US$600 
million), and the trends in the economy suggest that there 
will be a larger surplus in the 12 months ending 
June 1958. 


After a somewhat hesitant response to the measures 
announced on September 19, sterling rates rose appreci- 
ably in the early part of the following week, although 
the best rates were not held throughout the week; by the 
close of business in London on September 23, it could be 
reported for the first time since August 11] that the pound 
was no longer at the support point against any currency. 
At the height of the pressure on sterling in the middle of 
August, the U.K. authorities were being obliged to support 
the pound against no fewer than five foreign currencies. 


At the close of business on September 24, spot sterling 
in New York was $2.79 %,-2.79 4; three-month ster- 
ling was $2.76%¢-2.76%; transferable sterling was 
$2.7675-2.7690; and security sterling was $2.71-2.72. 
The rates on October 2 were $2.79 1%» for spot sterling, 
$2.7614 for three-month sterling, $2.7745 for transfer- 
able sterling, and $2.711 for security sterling. 


Sources: The Times, September 20 through 27, 1957, and 
The Financial Times, September 25, 1957, Lon- 
don, England; The Wall Street Journal, New 
York, N.Y., October 3, 1957. 
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Irish Bank Rate 


The bank rate of the Central Bank of Ireland has been 
increased from 5 per cent (the rate effective since May 26, 
1956) to 6 per cent. The Standing Committee of the 
Irish commercial banks announced that their interest 
rates also would be increased by 1 per cent. 


Source: The Journal of Commerce, New York, N.Y., 


September 30, 1957. 


Devaluation of the Finnish Markka 


On September 15, when the par value of the Finnish 
markka was changed from Fmk 230 per U.S. dollar to 
Fmk 320 (see this News Survey, Vol. X, p. 89), multiple 
currency practices were abolished in Finland; all curren- 
cies will now be bought and sold at the official rate of 
exchange. 

For many years, the world market prices for wood and 
wood products, Finland’s main exports, had been rela- 
tively higher than those of machinery and finished goods 
in general; therefore, although the Finnish export indus- 
tries had experienced certain difficulties, a consideration 
of their interests would have required only a modest 
adjustment of the exchange rate. However, such a modest 
adjustment would have made it impossible to liberalize 
imports as the gap grew between prices of home-produced 
and imported manufactured goods. On the other hand, 
a devaluation sufficient to permit the liberalization of 
most imports would have produced excessive profits for 
exporters. Therefore, the Diet passed, and the President 
of the Republic on the day of the devaluation signed, a 
law which requires exporters to pay a certain proportion 
of the increase in their markka proceeds resulting from 
the devaluation to an account in the Bank of Finland. 
For the time being, the average proportion to be paid 
into this account is 40 per cent. The accumulated funds 
will be used in the first instance to redeem half of the 
Treasury's bond loan in 1953 from the Bank of Finland 
and subsequently for loans, principally to the forest in- 
dustry. It is estimated that the levy will yield some Fmk 25 
billion. 

During predevaluation discussions with the Govern- 
ment, the Bank of Finland obtained an assurance that 
the budget for 1958 would be drawn up on a realistic 
basis and in such a way as to yield a real surplus, even 
without the proceeds from the export levy. 

The terms of the Finnish wage agreements concluded 
in the summer were surprisingly moderate. In spite of a 
14 per cent increase in the cost of living index since 1956, 
the increase in wages in general was limited to 2-3 per 
cent. The escalator clause in the agreements provides for 
no more than two-thirds compensation of wages if the 
cost of living index increases. The revision of the act 
relating to farmers’ incomes is still to be carried out. 

On September 16, the Government decided that, with 
effect from October 1, three fourths of the imports from 
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major Western European countries would be liberalized. 
In order to prevent windfall profits on products imported 
according to the previous rate of exchange, the Govern- 
ment introduced a price freeze from September 16 until 
the end of October. 


The liberalization of foreign trade is not expected to 
burden markedly the foreign exchange reserves in 1957. 
During the spring of 1958, however, severe difficulties 
may arise, since export earnings can scarcely increase to 
any considerable extent; therefore, resort to foreign loans 
probably will be necessary. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, September 1957. 


German Monetary Policy and Exchange Rate 


Effective September 19, 1957, the Central Bank Coun- 
cil of the Deutsche Bundesbank lowered the discount rate 
from 4% per cent to 4 per cent. [The last previous change 
had been made on January 11, 1957, when the rate was 
lowered from 5 per cent to 44% per cent; see this News 
Survey, Vol. IX, p. 215.] Commenting upon this measure, 
the Alternate Governor of the Fund for the Federal 
Republic of Germany, Mr. von Mangoldt-Reiboldt, stated 
on September 24, at the Annual Meeting of the Fund and 
the International Bank, that “there is in Germany an 
internal capital shortage due to large development needs, 
and our interest rates are on the high side. Our Govern- 
ment considers it as one of its main objectives to improve 
the functioning of our capital markets. Recently, interest 
rates in Germany have slowly been falling—in contrast 
to the tendency everywhere else—and only a week ago 
our central bank was able to reduce the rediscount rate 
for the third time in succession since the autumn of 1956.” 
He warned, however, that it would take time before there 
is a real chance of normal commercial capital exports 
from Germany on a large scale. Dwelling at some length 
on the past and present development of Germany’s trade 
balance, particularly imports, he said that he expected 
these to be among the decisive factors for a normaliza- 
tion of Germany’s payments structure, adding that “even 
on very optimistic assumptions, capital exports could not 
even approach in size the contributions to a better equi- 
librium which can be expected from rising imports.” 


Mr. von Mangoldt-Reiboldt stressed particularly that 
the present German policy regarding the maintenance of 
the par value of the deutsche mark remains unchanged. 
Quoting in full the recent statement by the German Gov- 
ernment on this issue (see this News Survey, Vol. X, 
p. 67), he added, “there is no intention whatsoever in 
any way to contemplate a change in the dollar value of 
the deutsche mark, or any change in the margins. We 
have heard with great interest the statement which the 
[U.K.] Chancellor of the Exchequer has just made, and 
we are, like him, of the opinion that now the question 
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of the exchange rates is definitely settled for our two 

countries.” 

Sources: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, Septem- 
ber 20, 1957; Twelfth Annual Meeting, Boards 
of Governors, IBRD and IMF, Press Release 
No. 18, Washington, D.C., September 24, 1957. 


Resumption of Payments on Austrian Dollar Bonds 


The U.S. State Department has announced the exchange 
of instruments of ratification of the dollar bond agree- 
ment between Austria and the United States which was 
signed on November 21, 1956. The agreement applies to 
various public and private Austrian bond issues for which 
the corporate trustees, fiscal agents, or paying agents are 
U.S. financial institutions, and it provides for the estab- 
lishment of a mixed United States-Austrian Tribunal in 
New York City to determine the validity of certain dollar 
bonds. The tribunal will hear appeals from holders of 
bonds that Austria has listed as invalid; it will weigh 
evidence submitted by holders of such bonds, and if the 
holder can prove that an obligation actually is legitimate, 
a new bond will be issued. 

Many of the Austrian dollar bonds had been acquired 
by the issuers for eventual retirement. As a result of the 
war, the bonds were retained uncanceled in Austria or 
Germany and, therefore, appear on their face to be valid 
obligations. Many of the bonds were stolen or disap- 
peared in Germany or Austria during World War II or 
immediately thereafter. 

Trading in validated Austrian prewar dollar bonds on 
the New York Stock Exchange is due to be resumed 
shortly. Trading on the over-the-counter market has 
already begun. 

Payments will be resumed on nine issues of Austrian 
dollar bonds floated in the U.S. market before the war. 
The following issues are to be settled by cash payments 
(payment dates are given in parentheses): Province of 
Lower Austria, 74 per cent Loan of 1925, due 1950 
(December 1, 1957); City of Graz, 8 per cent Loan of 
1924, due 1954 (November 1, 1957); City of Vienna, 
6 per cent Loan of 1927, due 1952 (November 1, 1957) ; 
Lower Austria Hydroelectric Power Co. (NEWAG), 6% 
per cent Loan of 1924, due 1944 (November 1, 1957); 
Tyrol Hydroelectric Power Co. (TIWAG), 74 per cent 
Loan of 1925, due 1955 (November 1, 1957); Tyrol 
Hydroelectric Power Co. (TIWAG), 7 per cent Loan of 
1927, due 1952 (November 1, 1957); Austrian Alpine 
Montan Steel Company, 7 per cent Loan of 1925, due 
1955 (September 16, 1957). 

The two other bond issues—the Austrian Government 
International Loan 1930 Sinking Fund 7 per cent Gold 
Bonds (American Tranche) dated July 1, 1930, due 
July 1, 1957, and the Austrian Government Creditanstalt 
1936 Dollar Bonds—are to be paid in installments. The 
Government of the Federal Republic of Germany has 
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assumed responsibility for service on these two bond 
issues for the period from March 12, 1938 to May 8, 1945 
(German occupation of Austria). Payments for these 
interest arrears will be made at the rate of 75 per cent 
of the contract, over a period ending July 1, 1962. With 
regard to coupons which it is intended to pay on or after 
July 1, 1958, the German Federal Government is alter- 
natively prepared to agree to the payment of these in 
advance to the extent of 75 per cent of the matured 
coupons, subject to a discount of 444 per cent per 
annum. (These terms are in accordance with the provi- 
sions of the London Agreement on German External 
Debts of February 27, 1953.) Interest from 1945 to date 
will be collectible immediately on coupons bearing 44% 
per cent interest. 

For the seven provincial, municipal, and corporate is- 
sues to be paid off in cash between September 16 and 
December 1, 1957, the payment will cover 60 per cent 
of interest arrears between May 8, 1945 and December 21, 
1953, and 75 per cent of the arrears between January 1, 
1954 and the date of settlement. Full details are available 
at The First National City Bank of New York, which has 
been designated as the paying bank. 

The largest U.S. holdings are in the Austrian Govern- 
ment 7 per cent International Loan of 1930, due 1957. 
An estimated $2,273,000 of this $25 million issue is still 
outstanding and eligible for payment. Under the Aus- 
trian offer, the maturity of these bonds will be extended 
to 1980. Of the eight other issues, more than $4 million 
of bonds are outstanding, bringing the principal amounts 
of bonds in the settlement to about $6.5 million. With 
interest arrears, the total value rises to about $12 million. 
It is believed that most of the bonds—other than the 
International Loan of 1930—were held in Europe. Many 
of these bonds had been purchased by Austrians. 
Sources: The Wall Street Journal, September 16, 1957, 


and The Journal of Commerce, September 16 
and 17, 1957, New York, N.Y. 


Middle East 
"Egyptianization” of Banks 


In accordance with the terms of the decree prescribing 
the “Egyptianization” of banking business in Egypt (see 
this News Survey, Vol. X, p. 12), the assets and liabili- 
ties of 12 branches and agencies of the Ottoman Bank 
and 8 branches of the Ionian Bank have been taken over 
by the recently founded Bank el Goumhouria. The Egyp- 
tian branches of the Crédit Lyonnais and the Comptoir 
National d’Escompte de Paris have been taken over by 
the Bank of Cairo, which is also of recent origin; and 
the Economic Organization has established a new insti- 
tution, the Bank of Alexandria, to take over the 40 
branches of Barclays Bank D.C.O. The Crédit d’Orient 
was taken over by another newly founded bank, the 
Banque de l'Union Commerciale. The remaining foreign 
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banks have a period of five years within which to con- 
form with the decree. 


Source: The Egyptian Economic and Political Review, 
Cairo, Egypt, April 1957. 


lranian-French Trade Agreement 


The French Government has terminated, as of Septem- 
ber 30, its trade and payments agreement with Iran. 
Henceforth, trade between the two countries will be car- 
ried on through normal channels and payments will be in 
sterling. The Iranian authorities have expressed dissatis- 
faction with the termination of the agreement, since 
France is operating on a strict quota system and allocates 
specific quotas for commodities by countries with which 
it has bilateral trade arrangements. Iran is concerned 
that, with the cancellation of the agreement, its cotton 
exports to France will suffer considerably. The Iranian 
Government has stated that it will consider restoring to 
the prohibited list several of the luxury items recently 
freed from that list and imported mainly from France. 


Source: Keyhan, Tehran, Iran, August 28, 1957. 


Far East 
Indian-U.S. Investment Guarantee Agreement 


The Governments of India and the United States have 
concluded an agreement designed to stimulate new in- 
vestment by private U.S. capital and business enterprises 
in India. Under the agreement, the U.S. Government 
will offer guarantees to U.S. investors that earnings on 
new investments in the form of cash, commodities, pat- 
ents, and services in India will be convertible into dollars. 
The investor can purchase convertibility risk insurance 
from the U.S. Government at a premium equal to 4 per 
cent of the base value of the investment. The agreement 
further provides the basis under which claims may be 
made against India and also covers other administrative 
matters. India is the thirty-fifth country with which the 
United States has concluded an investment guarantee 
agreement. 

Sources: The Journal of Commerce and The Wall Street 
Journal, New York, N.Y., September 20, 1957. 


Ceylon’s Capital Outflow 
Capital outflow from Ceylon during the four-year 
period 1953-56 totaled Rs 354 million (US$74 million). 
In 1956, the outflow was Rs 128 million ($27 million), 
including Rs 39 million ($8 million) of transfers by 
Indian and Pakistani repatriates and Rs 14 million ($3 
million) of sale proceeds of foreign shareholdings in 
Ceylonese companies. In the three years 1954-56, the 
inflow of capital funds amounted to only Rs 20 million 
($4 million). 
Source: Ceylon News, Colombo, Ceylon, September 12, 
1957. 
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Quotas for Rice Exports from Thailand 


The Ministry of Economic Affairs of Thailand has 
announced that rice exports from Thailand during July- 
December 1957 will be limited to 530,000 metric tons. 
Exports on a government-to-government basis are in- 
cluded in the quota; exports of glutinous and broken 
glutinous rice are excluded. The export limitation fol- 
lowed the prohibition, announced on August 2, on 
exports of 25-28 per cent broken and lower quality rice. 
Exporters have been granted individual quotas for July- 
December exports which are equal to 30 per cent of their 
respective January-June exports. The ban was designed 
to prevent a domestic rice shortage and a price increase 
before the harvesting of the 1957-58 crop, which will be 
delayed at least a month by late rains (see also this News 
Survey, Vol. X, p. 70). The 1957-58 rice crop in north- 
east Thailand is reported to be about 10-15 per cent 
lower than last year’s crop because of insufficient rains. 
Crop prospects in the north and in the central plains, 
however, are reported as good. It is in the latter area 
that rice for export is raised. Since Thailand exported 
870,000 tons of rice in the first six months of this year, 
the target of 1.4 million metric tons of rice exports will 
be met, if the quota of 530,000 tons for the second half 
of the year is fulfilled. 

Sources: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., September 2 and 
16, 1957. 


United States and Canada 
U.S. Balance of Payments 


U.S. merchandise exports (seasonally adjusted) appear 
to have reached a temporary peak in the first quarter of 
1957 and to have declined slightly in the following quar- 
ter. The decline reflects largely a diminution of the 
effects of the Suez crisis. Merchandise imports rose 
slightly during the second quarter as U.S. incomes and 
production continued to expand. These developments, 
plus a new record outflow ($1.4 billion) of private cap- 
ital investment and a small increase in government aid, 
resulted in a small net foreign accumulation ($70 million) 
of gold and short-term dollar assets from the United 
States, compared with sizable losses in the previous six 
months. However, after allowance is made for extraor- 
dinary oil exploration payments to Venezuela, there seems 
to have been a net loss to the United States of about $100 
million in gold and dollar assets in the second quarter, 
compared with a loss of $530 million in the first quarter. 
Net U.S. receipts from unidentified transactions, on a 
seasonally adjusted basis, declined from $370 million to 
about $200 million, probably reflecting a substantial 
diminution of unrecorded capital flows to the United 
States. (A rise in U.S. receipts on this account was one 
of the major factors in the shift from an increase to a 
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decline in foreign gold and dollar assets following the 
Suez crisis.) 

The payments position of continental Western Europe 
improved in the second quarter as U.S. exports declined 
and imports rose. The decline in exports reflected the 
return to more normal trade relations since the opening 
of the Suez Canal. The U.K. position was improved as 
purchases in the United States declined substantially, US. 
tourist expenditures rose seasonally, and the U.S. capital 
outflow increased. The net Canadian position did not 
change greatly, as an increase in the U.S. export surplus 
was offset by a rise in U.S. capital outflow and in multi- 
lateral dollar receipts. Payments experiences in Latin 
America were mixed. Venezuela increased its dollar hold- 
ings by about $400 million during the quarter as oil ex- 
ports rose and U.S. purchases of new concessions for oil 
exploration increased by about $175 million. Cuba, El 
Salvador, and Colombia also increased their dollar hold- 
ings, partly as a result of seasonal factors in their trade. 
On the other hand, Brazil, Mexico, and Argentina had 
sizable losses. The gold and dollar holdings of non- 
sterling countries of Asia and Africa also fell during the 
quarter, as the U.S. current account surplus widened and 
dollar payments on multilateral account increased. Much 
of the worsening in the over-all position of these countries 
was accounted for by Japan, which alone lost $240 million 
during the quarter. 

U.S. foreign transactions in the near future cannot be 
expected to give the same stimulus to the domestic econ- 
omy as they did earlier in the year. The second quarter 
balance of payments reflects not only the diminishing 
effects of the Suez crisis, but also a large rise in demand 
by many countries, particularly in Latin America and 
Asia, which exceeded their current foreign exchange in- 
come and led to sizable reductions in reserves. These 
reductions indicate that their current rates of imports 
will have to be curtailed, and measures to do so have 
already been taken by several countries, including France, 
Japan, and India. 

Source: Department of Commerce, Survey of Current 


Business, Washington, D.C., September 1957. 
Canada’s Balance of Payments 


Mainly as a consequence of a heavy trade deficit, Can- 
ada’s current account deficit widened to about $910 mil- 
lion in the first half of 1957, compared with about $800 
million during the same period of last year. Recent 
figures show a deficit in merchandise trade of about $520 
million, resulting entirely from a deficit of $710 million 
in trade with the United States (slightly more than a year 
ago); trade with the United Kingdom and other coun- 
tries showed a surplus. 

The deficit in the invisible sector rose to about $390 
million (from $330 million last year), of which about 
$300 million was with the United States. The increase 
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was due to higher interest and dividend payments to non- 
residents as a result of growing foreign capital investment 
in Canada, a substantial increase in transportation pay- 
ments owing to higher rates and larger imports, and a 
relatively large increase in Canadian tourist expenditures 
abroad. 


The deficit in the current account was more than bal- 
anced by capital imports from abroad, which resulted in 
a sharp increase in the premium on the U.S. dollar (see 
this News Survey, Vol. X, p. 63). Investment in Canadian 
securities grew heavily over the period (see this News 
Survey, Vol. X, p. 87), while the relative importance of 
direct foreign investment declined to 27 per cent of the 
total capital inflow to Canada during the first half of 
1957, from 36 per cent in the first half. and 53 per cent 
in the second half, of 1956. “Other capital movements,” 
which are largely of a short-term nature, contributed an 
inflow of $184 million in the first half of 1957, compared 
with an inflow of $274 million in the first half of 1956 
and an outflow of $158 million in the second half. 


Source: Dominion Bureau of Statistics, Quarterly Esti- 
mates of the Canadian Balance of International 
Payments, Second Quarter, 1957, Ottawa, 
Canada. 


Latin America 


Guatemalan Fiscal Budget 


The fiscal budget of Guatemala for the year ended 
June 30, 1957 reached Q 122.6 million, the highest on 
record. It includes Q 17.3 million from U.S. grants 
(Q 15.9 million for road construction and maintenance 
and Q 1.4 million for other purposes) and a loan of Q 5.0 
million from the International Bank for Reconstruction 
and Development. 


Source: El Imparcial, Guatemala City, Guatemala, Au- 
gust 27, 1957. 


Guatemala-El Salvador Protocol 


The additional protocol to the trade agreement between 
Guatemala and El Salvador, which had been signed on 
February 5, became effective on August 20, following an 
exchange of instruments of ratification. The terms of 
the new protocol are designed to further the objectives 
of the Treaty of Free Trade and Economic Integration 
and to increase the volume of trade. Provision is made 
for a reduction of 50 per cent in the lowest duties ap- 
plicable to a wide number of items for both private and 
industrial consumption. 


The protocol extends the treaty for an additional five 
years. Both the treaty and the protocol may be auto- 
matically renewed for two-year periods thereafter unless 
notice is given at least six months in advance by either 
country. The treaty was signed on December 14, 1951, 
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and it became effective on May 17, 1952 through an 


exchange of ratifications by the countries. 


Sources: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., March 25 and Sep- 
tember 23, 1957. 


Venezuela's Budget Surplus 


Venezuela’s Minister of Finance reports a budget sur- 
plus of over Bs 2 billion (US$600 million) for 1956-57, 
the largest ever recorded. The surplus will be set aside 
in the special reserve fund; part of it will be used to 
finance the extraordinary public works plan that is under 
way, and the remainder will be used to purchase gold 
bullion. 

Total revenue amounted to Bs 6.15 billion; of this 
total, Bs 3.85 billion represented ordinary revenue and 
Bs 1.67 billion was from new oil concessions. Expendi- 
tures totaled Bs 4.09 billion; more than half (Bs 2.67 
billion) covered ordinary expenditures, and Bs 92 million 
was for the extraordinary public works plan. 


Source: Embassy of Venezuela, Venezuela Up-to-Date, 
Washington, D.C., September 1957. 


Fund Alternate Executive Director 


Dr. Carlos Luzzetti, former National Director of For- 
eign Commerce, Ministry of Commerce of Argentina, has 
been appointed Alternate Executive Director of the Fund 
for Argentina, effective October 1, 1957. He succeeds 
Mr. Julio Gonzalez del Solar, who has resigned. 


Fund Transactions 


The record of repurchases of currency from the Fund, 
published in IJnternational Financial Statistics, Octo- 
ber 1957, shows that in July Cuba repurchased the equiv- 
alent of $12.5 million; thus the Fund’s holdings of Cuban 
pesos were reduced from 100 per cent of Cuba’s quota 
to 75 per cent. 


The record of quotas of Fund members shows an in- 
crease in the quota of Paraguay, from $3.5 million to 
$7.5 million. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
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